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ANNUAL GENERAL MEETING 


The Annual General Meeting of Shareholders will be held in the Marquis Room of 
the Palliser Hotel, Calgary, Alberta at 10:00 a.m., Mountain Standard Time, on 
Thursday, April 8th, 1976. Notice of meeting, information circular and form of 
proxy are being mailed to each Shareholder with this report. 


COVER 


Through the artists eye, the crisp beauty of a northern lake is illuminated by the 
dancing splendor of the Aurora Borealis, often called the Northern Lights. 


Cover design: Robert A. Saunders. 


Two Year 
Comparative 
Highlights 


FINANCIAL 1975 1974 % Increase 
Gross Incomes waa, a $ 159,589,790 $130,572,078 227) 
Funds from Operations .. . 99,756,171 74,556,759 33.8 
Per: sitarepse ea pices ana 3.20 2.39 
Net Inconicieewsae eee 68,662,965 46,242,695 48.5 
Per: Saree) tatty Tae es 2.20 1.48 
Dividends er a-ha 26,846,538 19,355,008 38.7 
Per SNareee kamtravap es ue oes" 2 0.86 0.62 
Capital Expenditures 83,111,954 49,315,863 68.5 
FongehenmDebigao. =o. . 81,429,166 89,945,833 (9.5) 
Working Capital (Deficiency) (9,624,915) 11,748,324 (181.9) 
OPERATIONS 
Production and Sales — 

Net (Daily) 
QOil——"bbls eae oe 30,68 1 36,408 (15.7) 
Natural Gas Liquids — bbls. 2,865 2,865 == 
Empress Plant — bbls. 9,363 11,979 (21.8) 

42,909 Sh bee (16.3) 

Natural Gas — MMcf. 223.6 226.3 Ch2) 
Sulphur— ty sek cu. 230 269 (14.5) 
DRILLING RECORD 
Exploratory Wells Drilled 

(Working Interest) 80 112 
Successfully Completed 46 52 
Development Wells Drilled 

(Working Interest) 240 359 
Successfully Completed 223 348 
NetvAcresmaemtt sa snot a 15,310,631 16,426,125 


1975 Highlights 


PCP et al Findley 5-26-57-6 W6, a wildcat well 200 miles west of Edmonton, indicated 
the presence of a substantial gas accumulation. 


An appraisal well, PCP Morley 7-9-26-7 W5, on the ee Reserve west of Calgary, 
flowed gas at up to 14 million cubic feet a day. 

A series of gas successes was drilled along the Entice, Redland, Strathmore, Carseland 
trend in southern Alberta. 

PanCanadian and partners purchased eight blocks in the Gulf of Mexico, and gas 
has already been discovered on Block 831, Mustang Island Area, offshore Texas. 


A deep wildcat, PanCanadian Fuller Reservoir Unit II #22-25, currently drilling in 
the Wind River Basin of Fremont County, Wyoming, has indicated gas in several zones. 


Panarctic Bent Horn F-72A tested an average of 5,300 barrels of oil a day and this may 
prove to be the first commercial Arctic oil field. 


Panarctic West Hecla P-62 discovered substantial additional gas reserves at this 
important field. 


The Company’s proven developed and probable gas reserves increased from 2.298 
trillion cubic feet to 2.384 trillion cubic feet. 
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From left to right: W. J. Stenason, Alex G. Bailey, Hugh A. Martin, William Moodie, J. K. Finlayson, J. M. Taylor, 


‘ab 


Robert W. Campbell, Ian D. Sinclair, Q.C., Albert D. Cohen, Marshall M. Williams, John C. Ross, H. M. Pickard. 


To the 
Shareholders 


On behalf of the Board of Directors, it 
is our pleasure to present the 1975 
Annual Report of PanCanadian 
Petroleum Limited. The past year 

has been one of considerable success 
and we are confident that 1976 will be 
a year of continued improvement. 


For the seventh successive year, your 
Company’s gross income increased 

and totalled $159.6 million, compared 
with $130.6 million in 1974. Net income 
also showed considerable improvement 
and was $68.7 million or $2.20 a share. 
This compares with a 1974 net income 
of $46.2 million or $1.48 a share. Large 
amounts of capital were “plowed back”’ 
into the search for hydrocarbons, and in 
1975, total exploration and 
development expenditures were 

$47.8 million, a $6.0 million increase 
from the 1974 total. 


Several important factors contributed 
to this success and, of primary 
importance, there has been a better 
understanding of Canada’s energy 
problems by both levels of government. 
As aresult, many of the uncertainties 
affecting the industry are being 
removed. There has been a general 
return of the confidence which is 
necessary if exploration and 
development are to regain the 
momentum required to ensure 
Canada’s future hydrocarbon supply. 


Through Federal-Provincial negotiations, 
crude oil prices were raised from $6.50 
to $8.00 a barrel, with an intent to 

raise prices eventually to international 
levels. Natural gas prices were 

also increased and wellhead prices 

in Alberta currently range between 

95 cents and $1.00 a thousand cubic 
feet. These developments, together with 
the introduction of the Federal 
Resource Allowance and improvements 
in Provincial regulations, will better 
enable the industry to generate the 
necessary capital to finance the 
exploration and development of new 
energy supplies. Consequently, we 
anticipate that 1976 will be an active 
year for the Company. 
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PanCanadian continued its exploration 
program in 1975 at a total cost of 
$34.1 million. In Canada, the Company 
explored in the Southern Plains, the 
Foothills, the Mackenzie Delta and the 
East Coast. Gas reserves were 
discovered in the Foothills at Findley 
and Morley, and in the Southern 
Plains at Entice, Redland, Strathmore 
and Carseland. In the United States, 
attention was focused on the 

Gulf Coast, Wyoming, Utah and 
California. Gas was discovered on a 
block in the Mustang Island Area, 
offshore Texas, and two gas bearing 
zones were tested in a deep 

wildcat currently drilling in Wyoming. 
Exploration continued in Iran, and 
initial activities were conducted on our 
two offshore Greenland concessions. In 
addition to petroleum exploration, a 
drilling program was commenced to 
assess the Company’s coal reserves in 
Southern Alberta. 


Panarctic Oils Ltd., in which Pan- 
Canadian currently holds a 9.339% 
interest, also had a successful year. The 
completion of the Bent Horn F-72A 

oil well on Cameron Island has brought 
new optimism to Arctic exploration. 
The development of additional reserves 
at the Drake Point and Hecla gas fields 
has also offered encouragement, and 
feasibility studies have commenced to 
determine the most suitable methods of 
transporting these hydrocarbons to 
Canadian markets. 


In Canada, the Company was involved 
in the drilling of 655 wells and this 
represents 15.4% of the total number 

of wells drilled in the nation. 
PanCanadian operated 139 of the wells 
and was the fourth most active operator 
in Canada. An additional 18 Company 
interest wells were drilled outside 
Canada. Of the total 673 wells drilled 
on PanCanadian lands, 353 were drilled 
at no cost to the Company. The 
extensive drilling program resulted in 
562 successes comprising 88 oil wells, 
462 gas wells and 12 facility wells. 


During 1975, the Company’s oil 
production fell by 16%. This was 
largely the result of the restrictions 

on oil exports to the United States, a 
policy introduced to ensure adequate 
future supplies for Canadian markets. 
The restrictions are of concern to your 
Company because heavy crude oil has a 
limited and only slowly growing 
Canadian market, but represents a 
considerable proportion of 
PanCanadian’s production. In contrast 
to the light crudes, Canadian demand is 
unlikely to absorb the spare capacity 
created in the heavy crude producing 
areas for some time to come. Asa 
result, efforts are being made by your 
Company to obtain acceptance for 
some of the heavy crude in the export 
market. 


Gas production has remained relatively 
constant in 1975 and considerably 
increased sales are anticipated in 1976. 
Additional production will be obtained 
from new gas reserves which are 
beginning to come on stream. 

A project in the early stages of 
development is the Morley sour gas 
processing plant. Company engineers 
are conducting the environmental and 
engineering studies to design this 

gas plant for the Morley and Ghost 
sour gas fields, scheduled to commence 
production in 1978. 


PanCanadian is participating in 
feasibility studies for expanding the 
ethane extraction capability at the 
Empress Gas Liquids Plant. Through 
this investment, your Company would 
be involved in the petrochemical 
industry currently being developed in 
Alberta. Production from the proposed 
facilities would be used as feedstock for 
the ethylene plant to be constructed at 
Red Deer, Alberta and the surplus 
would be exported to eastern markets. 


In December 1975, PanCanadian 
increased its ownership in the proposed 
Brooks Ammonia Plant to 100% by 
acquiring, at cost, the 40% interest 
owned by another company. The 
Company is currently negotiating 
contracts for the sale of the ammonia 
to the export market at prices which 
will reflect the prevailing price of gas. 
We are confident that the necessary 
industrial development permit will be 
granted by the Provincial government 
following the successful completion of 
these negotiations. 


The events of the past year have begun 
to provide the stability necessary to 
ensure the continued development of 
Canada’s petroleum resources. With 
this stability, your Company is 
continuing to explore, develop and 
produce hydrocarbons both in Canada 
and abroad. 


We wish to thank our staff for their 
loyalty and support during the past 
year. The Company’s success is the 
result of their efforts. 


Robert W. Campbell 
Chairman of the Board and 
Chief Executive Officer 


ah 
(Balm 
J.M. Taylor 


President 


Calgary, Alberta 
March 10, 1976 
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Areas in which PanCanadian Petroleum holds oil and gas 
rights as of December 31, 1975. 


A Exploration Highlights 
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Hxploration 


PanCanadian’s 1975 exploration 
program cost a total of $34.1 million 
compared with $32.0 million in 1974. 
Exploratory drilling accounted for 
$12.5 million; $7.9 million was 
allocated to land acquisition and 
retention; geological, geophysical and 
overhead expenditures totalled $10.5 
million; and $3.2 million was invested 
in Panarctic Oils Ltd. 


OIL AND GAS 


At the end of 1975, PanCanadian held 
a working interest in 15.3 million net 
acres of petroleum and natural gas 
rights (31.8 million gross acres). This 
compares with 16.4 million net acres 
(39.7 million gross acres) in 1974. The 
Company also held a royalty or over- 
riding royalty interest in 4.3 million 
acres. In addition, through its interest 
in Panarctic Oils Ltd., PanCanadian is 
represented in a further 70.8 million 
gross acres. 


Of the Company’s working interest 
properties, 12 million net acres (78.5%) 
were in Canada, and of these, 6.3 million 
acres were located in Alberta. Further 
properties were also held in the Yukon 
and Northwest Territories, New 
Brunswick, Saskatchewan, British 
Columbia, Manitoba, the East Coast 
Offshore, Quebec and the Arctic 
Islands. 


Net working interest holdings in the 
United States comprised 675,000 net 
acres (4.4%) and 2.6 million net acres 
(17.1%) were held in Indonesia, Iran, 
Greenland and the North Sea. 


Exploration continued in the major 
prospective areas of Canada in 1975 
and the Company participated in 
various programs in the United States, 
Indonesia, Iran, Greenland and the 
North Sea. A total of 196 exploratory 
wells was drilled on PanCanadian lands 
and these comprised 80 working interest 
wells (51.3 net) and 116 royalty interest 
wells. These resulted in 17 oil wells and 
87 gas wellls. In 1974, 225 exploratory 
wells were drilled, resulting in 14 

oil wells and 81 gas wells. 


In Canada, exploration was conducted 
in the Southern Plains and Foothills of 
Alberta, and in the Mackenzie Delta 
and East Coast frontier regions. Several 
important gas discoveries were made. A 
significant Mississippian, Triassic and 
Jurassic gas discovery was made at the 
PCP et al Findley 5-26-57-6 W6 
wildcat, 200 miles west of Edmonton. 
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2) PANARCTIC HOLDINGS 
MM PANCANADIAN HOLDINGS 


ON OOS Wh 


© LOCATION @ OIL +£ GAS 


. Panarctic Drake Point L-67-A 

. Panarctic King Christian D-18-A 

. Panarctic Ten. King Christian N-06 

. Panarctic Ten. et al Kristoffer Bay G-06 
. Panarctic Ten. et al Thor P-38 

. Panarctic Ten. et al Por Drake F-16 

. Panarctic Ten. et al Por Drake B-44 

. Panarctic Ten. et al Por Hecla F-62 

. Panarctic Ten. et al Thor H-28 

. Panarctic Ten. et al Hecla I-69 

. Panarctic Ten. et al HMSTD Drake E-78 
. Panarctic et al Drake Point D-68 

. Panarctic Ten. et al Bent Horn N-72 

. Panarctic W. Hecla N-52 

. Panarctic East Drake I-55 

. Panarctic et al Sabine Bay A-07 
. Panarctic Ten. et al Drake D-73 
. Panarctic Bent Horn F-72 / 
. Panarctic et al Al Hecla C-32 
. Panarctic W. Hecla P-62 


This was one of the more important 
Canadian successes during the year and 
five zones have been production tested. 
A second well is now drilling to 
delineate the discovery. Further south, 
the first Morley appraisal well, PCP 
Morley 7-9-26-7 W5, was also 
successful. Gas flowed from the 
Mississippian Mount Head formation 
at rates up to 14 million cubic feet a day 
and a second appraisal well is under 
way. 


PRINCE 
PATRICK A’ 


In the Entice area of the Southern 
Plains, six gas wells were drilled 
resulting in further reserves which will 
be developed in the near future. 
Additional gas reserves were also 
discovered at Redland, Strathmore and 
Carseland. These successes are 
important to your Company because 
the reserves can be developed with 
relative ease, do not require the 
provision of expensive plants and are 
close to existing pipelines. As a result of 
these factors, the fields will be 
producing for PanCanadian with a 
minimum of delay. 


An onshore wildcat was drilled 50 miles 
northeast of Saint John, New 
Brunswick, but was abandoned because 
of mechanical difficulties. A substitute 
well has now spudded. In the 


Mackenzie Delta, we participated in 
the Imp Delta 5 Ikattok J-17 wildcat 
which was drilled from an artificial 
island. A second well will be drilled at 
an onshore location during 1976. 


PanCanadian and partners purchased 
eight blocks in the Texas portion of the 
Gulf of Mexico, totalling about 46,000 
acres. Gas has already been discovered 
in one well on Block 831 Mustang 
Island Area, an appraisal well is drilling 
and another is scheduled for later in the 
year. Five additional offshore Texas 
wells are planned for 1976. At 
PanCanadian Fuller Reservoir Unit II 
#22-25, Fremont County, Wyoming, a 
17,500 foot wildcat is currently drilling. 
Several zones have indications of 

gas: two have been tested and the well 
flowed gas at up to 4.5 million cubic feet 
a day. 
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Stromfjord 


MAP AREA 


Julianehaab ¢ 


A geological field party conducted 
surface studies in the Sevier Desert 
area of Utah and one well is scheduled 
for 1976. Acreage was acquired in the 
North Sacramento Valley of California 
and preliminary seismic work has now 
been completed. At the December 
O.C.S. Sale #35 Offshore California, 
PanCanadian and partners were high 
bidders on seven blocks, and four of the 
bids have been accepted. The Company 
has also participated in surveys in 
Alaska and the U.S. East Coast in 
anticipation of possible lease sales. 


Exploration is continuing on the Lar 
Block in southwestern Iran. Initial 
geological and geophysical fieldwork 
was completed and the first well, which 
commenced at the end of August, was 
abandoned early in 1976. Two more 
wells are planned for 1976 and further 
fieldwork will also be conducted. 
PanCanadian and its partners were 
awarded two concessions in Greenland 
in 1975 and seismic was completed on 
both blocks. In 1976, seismic evaluation 
and environmental studies will be 
completed in preparation for drilling 
HU a fe 


GREENLAND 


COMPANY ACREAGE 


Three commitment wells were drilled in 
1975, one in Indonesia and two in the 
North Sea and this fulfilled all our 
obligations in these areas. The 
Company has joined a group which 
plans to drill a wildcat in the Indonesian 
Java Sea early in 1976. 


COAL 


As a result of exploratory work carried 
out to date, the Company’s proven and 
probable reserves of surface recoverable 
sub-bituminous coal have been placed 
at 440 million tons and underground 
recoverable reserves at 45 million tons. 
These figures will, undoubtedly, be 
expanded as more information becomes 
available. 


A reconnaissance drilling program was 
conducted in southeastern Alberta and 
a joint venture explored the coal 
reserves of the Camrose area. 
Additional projects will be introduced 
in 1976. 


Scale in Metres 


50 


100 150 km 


PANARCTIC OILS LTD. 


A total of $13.3 million has now been 
invested in this joint government- 
industry venture by PanCanadian and 
of this, $3.2 million was contributed in 
1975. Throughout the year, geophysical 
exploration was continued and studies 
were made of the environment, wildlife 
and new technologies. Thirteen wells 
were drilled, resulting in significant 
extensions to the Bent Horn oil discovery 
and the Hecla and Drake Point gas 
fields. The Bent Horn F-72A appraisal 
well was of primary importance as it 
production tested an average of over 
5,300 barrels a day of 43° API gravity 
crude oil. 


The Drake Point gas field, with 
estimated reserves of approximately 
six trillion cubic feet, is the largest 
Canadian gas field. The recent 
discovery of a deep gas bearing zone in 
the Panarctic West Hecla P-62 wildcat 
will increase the four trillion cubic feet 
of reserves assigned to this area. Total 
Panarctic gas reserves are now estimated 
to be approximately 13 trillion cubic 
feet. 


page seven 


DRILLING RECORD 
Working Interest Wells 


Oil Gas Dry Facility Total Gross 
Gross Net Gross Net Gross Net Gross Net Gross Net Footage 
Exploratory 
Albertaos >. spear 4 2.250 41 32.188 21 14.956 — aan 66 49.394 277,648 
N. Brunswick ........ — _ — — 1 33 — — 1 2333 3,622 
Quebéce sn eee — — a — 3 .460 — — 3 .460 9,963 
Offshore Texas ss. 2.-. — — — — 4 .250 — — 4 .250 40,748 
‘Texas Baw pewca nrg rte | 015 — — -—— — — — l 015 14,150 
WivOminge ee eee —- — “= — 2. 310 — — 2 .310 14,497 
NorthiSéa save tre ee — — — a 2 .180 -~ — 2 .180 9,839 
Indonesiaa ee — — —_— — l 375 _ — | o> LASTS 
5 2.265 4] 32.188 34 16.864 — — 80 S310 382,042 
Development 
Albertata.st cet 39 19.241 102 22.680 4 2333 2 5.639 ikeyy/ 49.893 410,214 
— Gas Project ...... — — 79 78.721 — — — — 79 78.721 137,747 
British Columbia ..... — — l .007 — — — — l .007 BR) 
Alabama 2s.c2cceaets — as l .026 — a — — l .026 15,610 
WV OMIN gers eect aes l 231 — — l .234 _— _- 2 465 16,362 
40 19.472 183 101.434 5 2.567 12 5.639 240 129.112 583,468 
Total 
Albert ag: tna 43 21.491 143 54.868 25 17.289 [2 5.639 223 99.287 687,862 
— Gas Project ...... — _ 79 78.721 _ _ — _ 79 78.721 137,747 
British Columbia ..... — — 1 .007 — — _ — l .007 3,535 
New Brunswick ...... — — — —_ | O33 -~ — ] 333 3,622 
QuebeCret ic ase ere -- — _ — 3 .460 — — 3 .460 9,963 
Alabamiagessi eee —_— —_— l .026 — — — — | .026 15,610 
Texas Mao ore eee l .O1S — — — — _ l O15 14,150 
Offshorediexasss eee — — _— — 4 .250 _— — . 4 .250 40,748 
Wyoming 5. «cee l 231 _ — 3 544 -— —_ 4 Lt 30,859 
North Seal <3 so sha _ — _ — 2 .180 a — 2 .180 9,839 
Indonesian nee ne —- — a —- | 2375 — a l Sih) L375 
45 2037 224 S302 39 19.431 12 5.639 320 =180.429 965,510 
Royalty Interest Wells 
Oil Gas Dry Facility Total Gross 
Gross Gross Gross Gross Gross Footage 
Exploratory 
Albertay ss .hi.. ee 11 44 51 — 106 409,238 
British Columbia .. — 3 — 4 18,680 
N@Dakota meee err — — l — l 4,350 
Saskatchewan..... l — 1 — Z 8,752 
Colorad0 gees — l — = l 4,702 
Wyomingt a ao — Z — 2 18,762 
12 46 58 _ 116 464,484 


Development 


Albert ayers cee 30 192 14 — 236 569,762 
LeXdS eee ee l — — — 1 13,500 
eee EES 

3] 192 14 — DSi 583,262 
Total 43 238 V2 — 353 1,047,746 


ee — eee —_—————eeeee—————————————— OOO 
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Production 
and Development 


DEVELOPMENT DRILLING 


In 1975, the Company participated in 
477 development wells of which 240 
(129.1 net) were working interest 
ventures. Of the total, 71 were oil wells, 
375 gas wells and 12 facility wells. This 
compares with a 1974 total of 587 wells 
including 44 oil wells, 503 gas wells and 
six facility wells. Major projects 
included: a shallow gas development 
program in southern and central 
Alberta, and a 45 well drilling program, 
operated by partners, in the Kinsella 
heavy oil pool of eastern Alberta. Total 
company expenditures on development 
drilling amounted to $13.6 million. 


PRODUCTION FACILITIES 


During the last three years, a large 
number of gas wells have been drilled 

in southern and central Alberta, and in 
1975 an extensive construction program 
was commenced to enable these wells to 


be placed on production. In 1975%g6 
miles of gathering lines were laid, Ain 
compressor and meter stations were 
constructed, and 359 wells were tied in. 
Several areas were placed on 
production and a number of others 
were almost ready for production at 
year-end. The total expenditures on gas 
facilities constructed by the Company 
was $11.1 million. In addition, the 
Company’s share of gas facilities 
constructed by partners amounted to $1 
million. These combined efforts are 
expected to increase the Company’s gas 
production significantly in 1976. 


Construction of facilities to tie ina 
number of other areas will continue in 
1976, and the combined 1975 and 1976 
program will result in over 500 wells 
being placed on production. 


The Company spent $2.5 million during 
1975 on waterflood facilities for the 
Lathom Upper Manville C oil pool, 
artificial lift in a number of wells in 

the Countess-Lathom oil trend, and 
production facilities in several other oil 
pools. 


PanCanadian’s first computerized 
system to monitor and control the wells, 


i, batteries and water injection facilities 


for the Countess-Lathom trend of oil 
pools was installed. A similar but 
larger control system is being designed 
and will be installed during 1976 to 
control the production facilities for 
over 450 shallow gas wells in the 
Brooks area. 


Total capital expenditure for 
construction of oil and gas facilities 
amounted to $14.6 million. 


CRUDE OIL 


Prices for Western Canadian crude 
were raised from $6.50 to $8.00 a barrel 
for light oil, with a slightly smaller 
increase for heavy oil, as a result of 
Federal-Provincial negotiations. 
Indications are that the price will be 
raised a further increment towards 
international levels during 1976. These 
positive steps are offset by the 
continuation of the export tax and 
reductions in the permitted levels of oil 
exported to the United States. These 
latter factors were the main reasons 
for the reduction in PanCanadian’s net 
oil production from the 1974 level of 
36,408 barrels a day to 30,681 barrels 
a day. 
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The policy of restricting exports to 
ensure adequate future supplies for 
Canadian markets is currently of 
concern because of the limited market 
for heavy oil, for which the United 
States is the traditional buyer. Efforts 
are being made by the Company to 
obtain acceptance for some of the heavy 
oil in the export market. This problem 
is primarily associated with the 
Company’s Alberta production. 
PanCanadians oil production from 
Saskatchewan has also not been at a 
satisfactory level, mainly because 

of Provincial regulations. Recent 
changes have been encouraging 
however. 


The oil production capacity and 
reserves of the Company were enhanced 
during the year by the commencement 
of waterflooding in one Lathom pool 
and the development of the Kinsella 
pool by partners. 


NET CRUDE OIL PRODUCTION 


Barrels Daily 1975 1974 

ALBERTA 

Gountesseeys eee 7,914 9,554 

WizardiLake.....726 pi.) 8576 

Lathommnec ees eee 1,779 1,934 

Fenn Big Valley ...... 1,423 1,569 

WESICIOSS on cc ndponcd 1,073 1,374 

‘Faber trea Ae 1,050 1,247 

BonnieiGlens ane 1,022 1,581 

Bantry! sages see ee 843 895 

Pembinawer..- 2 cree 633 710 

Horsetlyaeec ee me 584 656 

Gilb Vinee Same 510 602 

HuUSSatierss (t2 rn eee 482 668 

Provost one 482 399 

Redvaies Ps Ome: WORKING INTEREST 

Leduc iva ce COS meen OS IER ROI LENIE OEE oe 
1975 

Parfleshtecwre seo 328 376 

Medicine River ....... 302 276 

JOarcanres See eee 273 299 

Aldersont-s s29 es ee 249 282 

Black#ss oni ceed, 231 341 

Meekwapiace nears 202 196 

Othersescn eens 2,243 2,270 NET CRUDE OIL PRODUCTION AND NATURAL GAS LIQUIDS SALES 


25,403 30,021 Thousands of barrels per day 


SASKATCHEWAN Fo Natural Gas Liquids 
Weyburn ........... 3,246 3,998 [MM Crude Oil 
latlak eyewear 665 688 
Handsworth ....2.5.. 298 307 
Make Almar 55 186 254 
Otherness vtcceaon ses 703 866 
5,098 6,113 
BRITISH COLUMBIA 4 — 
MANITOBA 322 -2.: vA 75 
UNITED STATES ... 105 199 


30,681 36,408 20 25 30 35 40 45 50 
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In order to recover all possible oil from 
known fields, the engineering staff is 
undertaking research into methods of 
enhanced and tertiary recovery. 
Particular emphasis is being given to 
the application of micellar flooding to 
certain pools and a new method of 
computer modelling is being applied in 
_a Study of the large Weyburn field. 


NATURAL GAS LIQUIDS 


Total sales of natural gas liquids 
amounted to $35.1 million. Revenue 
generated from natural gas liquids by 
PanCanadian Gas Products Ltd. 
(PCGP), a wholly owned subsidiary, 
totalled $28.7 million, a 1% decrease 
from the previous year. PCGP’s sales 
volume averaged 9,363 barrels a day 
compared to 11,979 a day in 1974. This 
decline was the result of softer market 
conditions in 1975. At year end, the 
natural gas liquids inventory was 
688,000 barrels. 


Extensive expansion of the 
fractionation facilities at the Sarnia 
plant, in which PCGP holds a 12% 
interest, was completed in November. 
This has increased daily capacity from 
42,300 barrels to 80,300 barrels. 
PCGP’s share of the cost of expansion 
totalled $1.1 million. Since the 
beginning of September 1975, 
PanCanadian’s share of the output has 
been taken in kind, and the products 


are marketed in Canada and the United 
States through joint ventures with 
Stillings Petroleum Corporation of 
Tulsa, Oklahoma. 


The Empress Plant continues to be an 
important area of Company 
involvement. Plans for 1976 include 
further feasibility studies on modifying 
the plant to recover a higher percentage 
of the ethane in the stream now being 
processed. Expected ethane production 
of the modified plant would be over 
30,000 barrels a day. Negotiations are 
in progress for the sale of the product 
to Alberta Gas Ethylene. The ethane 
would be used as feedstock at the 
proposed ethylene plant to be located 
near Red Deer, Alberta, with the 
surplus being exported to eastern 
markets. 


NET SULPHUR PRODUCTION AND SALES 
Long tons per day 


ee Sulphur Production 
: Sulphur Sales 


1973 


1974 


NET NATURAL GAS LIQUIDS SALES 


Barrels Daily 1975 1974 
ALBERTA 
Empress Gas Plant .... 9,363 11,979 
Wiestenoser eee see ee 809 829 
Jumping Pound....... 513 496 
Calgary arc. tee Ohne 325 S27 
Other eee er ee 1,196 1,195 
12,206 14,826 
UNITED STATES ... 22 18 
12,228 14,844 
SULPHUR 


Although there was a substantial price 
increase in 1975, a worldwide depressed 
market resulted in sulphur sales 
considerably below the 1974 average of 
218 long tons a day. Company sales in 
1975 averaged 139 long tons a day at 
an increased average price of $21.76a 
ton. This compares with a selling price 
of $14.47 a ton in 1974 and, because of 
this increase, gross revenue declined by 
only 4% in 1975. Throughout the year, 
production averaged 230 long tons a 
day and the estimated Company 
inventory at year end was 206,000 long 
tons. 


NET SULPHUR PRODUCTION 


Long Tons Daily 1975 1974 

ALBERTA 

Galvaryge. aac eee 91 126 

Jumping Pound....... 67 68 

East Crossfield ....... 53 52 

Others reese eee 19 23 
230 269 


300 
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NATURAL GAS 


PanCanadian’s outlook for natural gas 
production is one of confidence. As 
the result of an agreement between 

the Alberta and Federal Governments, 
prices have increased significantly at 
Toronto and at the United States 
border, with other increases across the 
country. As yet, the effective Alberta 
wellhead prices have not been finalized 
but during December 1975, the price 
ranged from approximately 95 cents to 
$1.00 a thousand cubic feet. 


Production during 1975 of 224 million 
cubic feet a day was approximately 
the same level as in 1974. With the 
construction of the gathering systems 
and the tying in of a large number of 
wells during 1975, the new gas being 
placed on stream should lead toa 
significant increase in production 
during 1976. 


Of considerable importance in the 
future is the Company’s share of the 
reserves discovered in recent years in 
the Morley and Ghost sour gas fields. 
PanCanadian staff are conducting 
environmental and engineering studies 
to design a gas processing plant. The 
scope of the project is such that 
production is not scheduled to 
commence until 1978. 


NET NATURAL GAS PRODUCTION 


Millions of Cubic Feet 


Daily 1975 1974 
ALBERTA 
AldersoniGakes scan 255) 26.4 
Jumping Pound....... 22.3 21.9 
Countess ee 16.4 20.5 
Calgary: sie ee 14.3 16.2 
WieSterosce nari nie 10.0 11.0 
Redland) 72-73% 5.02 8 ues 9.6 10.1 
Hussars corr 8.9 WSs 
Bantry ste ocean Ted Dal 
Wayne fern tee: Or 7.1 8.4 
Wintering Hills ....... 6.5 7.1 
Kerry bank een nace 6.0 6.5 
Uikalta meee cs Ane 5.4 4 
Rosebud’... theese 4.5 4.2 
GO ee eo te eee 4.4 4.9 
Atlee Bultalo °s 2. 4. ee 4.2 3.9 
Jeath omen. wale Bal 3.1 
METZCL Ie >) airs stoke 3.0 Lee, 
INCVISSr ce Seen ee Mei Deal 
South Carbon ........ 2.6 4.0 
Homeglen Rimbey .... 2.4 oy, 
Viking Kinsella ....... PAD: 3.8 
OUheraeeee ee ee 50.7 41.0 
219.3 22 
UNITED STATES ... 4.3 4.6 
223.6 226.3 


Working Interest Holdings 
in Petroleum and Natural Gas Rights 


CANADA 


Alberta. .2. 2. 
N.W.T. and Yukon (2) 
New Brunswick (1) ... 


Canada, East Coast 


Offshore 
Quebec 


Arctic Islands (3) .... 
Saskatchewan ....... 


British Columbia 
Manitoba 


Iran 
United States 


Italy 


TUNISIA ee eee 


Non-working interest acreage under lease or sub-lease, 


©. 0.10) \e, (@: 1; Cel 107 ee 


4) ce! -6, ioc 10: -«) Yonen fonts sere 


eh) e) rene, ce; (e) 16> “e: ceme. 0 
3, (6 ON oe ieheel ee) re! fe; 8) -@; (0; (8) 0) 


Greeniandeenee ee 
North Sea (U.K.) (4)... 
North Sea(Dutch) .... 


@: Je, 0) 0) (o: eo jey'ejue.) 10) 16s ce] 10) ee, 


At December 31, 1975 


Gross Acres 


eksles Ts 
4,588,950 
3,368,338 


492,545 
267,443 


21,662,193 


207,882 
42,099 


3157925569 


Net Acres 


6,292,080 
3108132 
1,006,001 


139,700 
1203217) 
109,343 
663,816 
307,259 
267,443 


12,022,991 
1,979,404 
359,488 
675,410 
233,288 
155623 
10,394 
14,033 


15,310,631 


reserving to PanCanadian, or its subsidiaries, 


royalties or overriding royalties 


NOTES: 


(1) Includes 3,278,338 gross acres under option, not yet earned. 
(2) Includes 186,906 gross acres under option, not yet earned. 


(3) Does not include the Company’s interest in Panarctic Oils Ltd. 


(4) Includes 61,767 gross acres under option, not yet earned. 


NET NATURAL GAS SALES 


Millions of cubic feet per day 


0 25 


50 


75 100 


125 150 


175 


At December 31, 1974 
Gross Acres 


8,177,733 
4,596,630 
5,937,000 


717 Os58 
1,103,576 
1,389,394 
531,348 
671,240 
2675128 
28,850,197 
5; 119/936 
1,767,582 
15955,557) 


255, 0e 
3127212 
129m 
S1Se2238 


39,686,475 


@ SO Bate) 8 6) “ee (07 ec je! (0) io: o>. (oy [0 elce) Sine ems 


200 225 


Net Acres 


6,584,856 
3,627,749 
1,187,400 


748,233 
252,982 
228,942 
305,721 
464,325 
267,123 


13,867,301 
1,279,984 
353,516 
684,242 


15,616 
62,559 


44,699 
118,208 


16,426,125 


4,314,540 


250 
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(Proven Developed and Probable) 1975 1974 
Oil and Natural Gas Liquids (Bbls) 


Remaining Reserves at January] .......... 194,493,029 206,755,149 
ICSEIVESTAUGER) fo ccc cee see hu lene 3,686,771 2,072,216 
198,179,800 208,827,365 
OEE SURG ace One ee 12,235,151 14,334,336 
Remaining Reserves at December 31 ........ 185,944,649 194,493,029 
Natural Gas (MMcf) 
Remaining Reserves at January! .......... 2,298,028 2,224,901 
ReesenvestAGded 82. Fea cok diac weakness 165,074 155,719 
2,463,102 2,380,620 
PRR IUCELON Ed neta. ene eu Sate eR ase he 79,471 82,594 
Remaining Reserves at December 31 ........ 2,383,631 2,298,026 
Sulphur (I.t.) 
Remaining Reserves at January! .......... 4,081,996 3,572,962 
REESEIVES UAC CEC fn Wein Lint Warden beans 6 757,426 601,457 
4,839,422 4,174,419 
PARE CLIC SC RO SP RC Ee 84,749 98,171 
Remaining Reserves at December 31 ........ 4,754,673 4,076,248 
Coal (tons) 
Sub-bituminous 
BULIACE FECOVETADIC sees hts doce stea sro 440,000,000 
Underground recoverable: 2.0.0... 64 oes 45,000,000 
485,000,000 


* Does not include the Company’s interest in Panarctic Oils Ltd. 


RESERVES 


Net reserves of proven developed and 
probable natural gas showed an overall 
increase to a total at December 31, 
1975 of 2.384 trillion cubic feet, 
compared with 2.298 trillion cubic feet 
a year earlier. This was the result of 
exploratory drilling at Findley, Morley 
and several other areas in Alberta as 
well as successful development drilling. 
Reserves added during the year were 
165 billion cubic feet and production 
was 79 billion cubic feet, for a net gain 
of 86 billion cubic feet. The reserves 
life index has been extended from 28 

to 30 years at the end of 1975. 


Net reserves of proven developed and 
probable oil and natural gas liquids 
amounted to 186 million barrels at 
December 31, 1975 representing a 
reserves life index of 15 years. Reserves 
added during the year were 3.7 million 
barrels although this increase was offset 
by production of 12.2 million barrels, 
for a decline in reserves from the 
previous year’s total of 194 million 
barrels. 


Proven developed and probable net 
reserves (after royalties) were 
determined by Company engineers. 
‘Proven developed reserves”’ are those 
reserves which to a high degree of 
certainty are recoverable at commercial 
rates under present depletion methods 
and current operating conditions, prices 
and costs. “‘Probable reserves”’ are 
those reserves estimated to be 
commercially recoverable as a result of 
the beneficial effects of future 
installation of secondary recovery 
methods or future improvements in the 
existing recovery mechanism. 
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Hmployees 


At year end PanCanadian had a total 
staff of 556, many of whom have 

been with the Company for more than 
20 years. To acknowledge the 
contribution made by long service 
employees, the Company has 
introduced a Service Recognition 
Award Program. 


Following the major revision of the 
employee benefit plans in 1974, only 
minor amendments were necessary. 
The program remains under constant 
review to ensure that it is current in 
terms of employee needs and legislative 
requirements. 


The employee training program 
continued throughout 1975 and the 
Company provided financial assistance 
to personnel wishing to upgrade 

their professional, technical and 
managerial skills. Nine new 
scholarships were awarded under the 
Company Scholarship Plan and 24 
university students are each receiving 
$500 a year towards their education. 


Special Projects 


BROOKS AMMONIA PLANT 


Prior to commencing on-site 
construction, the Company is required 
to obtain an industrial development 
permit from the Province of Alberta. 
The plant, which will manufacture 
400,000 short tons of anhydrous 
ammonia annually, will use Company 
natural gas as feedstock. 


PanCanadian is currently negotiating 
contracts for the sale of the ammonia 
to the export market at prices which 
will reflect the prevailing price of the 
gas. Upon the successful completion of 
these negotiations, it is anticipated that 
the necessary government approval will 
be received. 


In December 1975, PanCanadian 
increased its ownership in the project to 
100% by acquiring, at cost, the 40% 
interest owned by another company. 


METHANOL 


Studies to determine the feasibility of 
manufacturing methanol from natural 
gas or coal were undertaken during the 
year. Because of unfavourable 
marketing conditions for this product, 
these investigations have now been 
suspended. 


Financial 


Gross income totalled $159.6 million, 
an increase of $29.0 million, or a 22% 
improvement over 1974. Crude oil sales 
generated $71.2 million or 45% of gross 
income compared with $66.2 million 

in 1974. Natural gas sales comprised 
28% of gross income and increased to 
$45.4 million, up 125% from the 

$20.2 million of the previous year. 
Natural gas liquids sales from the 
Empress Plant accounted for 18% of 
gross income, and, at $28.7 million, 
were relatively unchanged from 1974. 
The remaining 9% of gross income 

was generated by plant liquids, lease 
rentals and other sources. 


Expenses, excluding income taxes, 
increased to $57.4 million: operating 
expenses $24.8 million, administration 
$4.7 million, interest $8.8 million, and 
depreciation, amortization and 
depletion $19.1 million. This compares 
with the 1974 total of $57.0 million. 
The provision for current and deferred 
income taxes amounted to $33.5 
million, a 23% increase over the 1974 
total of $27.3 million. 
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Funds from operations increased from 
$74.6 million to $99.8 million. This 

is a 34% improvement and, on a per 
share basis, represents an increase 
from $2.39 to $3.20. Net income, after 
income taxes, was $68.7 million or 
$2.20 a share. In 1974, net income 
totalled $46.2 million, $1.48 a share. 


Total application of working capital 
amounted to $121.6 million, a $33.6 
million increase from the 1974 total of 
$88.0 million. The 1975 total was 
applied as follows: petroleum, natural 
gas and mineral properties $44.6 
million, Ammonia Plant $22.3 million, 
plant production and other equipment 
$16.2 million, Panarctic Oils Ltd. $3.2 
million, reduction of long term debt 
$8.5 million, and dividends $26.8 
million. 


OPERATING REVENUES 


Millions of dollars 


Production Facilities and Equipment 


le Land, Exploration and Development 


99) NET INCOME 
>) CASH GENERATED 


(9 ~ GROSS INCOME 
Millions of dollars 


1971 | 


1972 |_ 


1973 fs 


1974 


1975 


0 10 20 30 40 50 60 70 80 90 100 


Eat a 


110 120 130 


140 


% Increase 
From 1974 


7.6 
22.9 
(1.0) 


123.1 
(4.1) 
25.5 

(14.6) 
24.2 


1974 


$ 8,699,873 
10,638,080 
10,946,569 
30,284,522 

9,674,834 
3939595350 
5,740,100 
3,616,407 
49,315,863 
1,764,060 
17,522,009 
19,355,008 
$87,956,940 


1975 % 1974 % 
Grade Orley fie. ees.cse $ 71,227,473 45.5 $ 66,199,457 5255 
Natural Gas Liquids ... 6,430,633 4.1 5,233,644 4.1 
Empress Plant 2... 28,681,416 18.3 28,978,261 23.0 
Natural Gas and 
Processing pi. kas << 45,711,295 29.2 20,488,578 16.2 
Sulphuriger saan ce. 1,104,057 cd 1,151,403 9 
153,154,874 97.8 122,051,343 96.7 
Ieaseikentalsmar ee 3,510,896 De? 4,110,390 3.8) 
$156,665,770 100.0 $126,161,733 100.0 
/ APPLICATION OF WORKING CAPITAL 
Exploration and Development 1975 
Land Acquisition and Retention ........... $ 7,896,981 
Geological, Geophysical and Overhead ...... 10,532,318 
Exploratory Drilling ee cn sy ats so ag ded 2 12,550,969 
Lotal EXploratorvameaer seen | io oe eee 30,980, 268 
DevelopmentuDrillingwrscs- - sm ae ee ie 13,621,671 
44,601,939 
Production Facilities & Equipment ......... 16,213,278 
FAIMiMOfial PlanGace te ales fh. ote en ae 22,296,737 
83,111,954 
Investment in Panarctic Oils Ltd. .......... 3,155,289 
Reduction of Long-Term Debt ............ 8,516,667 
Dividends pte akan oo ate es nls apitedae nee 26,846,538 
$121,630,448 
CAPITAL EXPENDITURES 


90 


160 
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Auditors’ 
Report 


To the Shareholders of 
PanCanadian Petroleum Limited: 


We have examined the consolidated balance sheet of PanCanadian Petroleum 
Limited and its subsidiaries as at December 31, 1975 and the consolidated 
statements of income and retained income and changes in financial position for 
the year then ended. Our examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1975 and the results of their 
operations and the changes in their financial position for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Calgary, Alberta | PRICE WATERHOUSE & CO. 
February 16, 1976 Chartered Accountants 
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panCanaclan Petroleum limited 


and subsidiaries ; 


Consolidated Statement of Income — ee ee aia i ee 
and Retained Income . | : | ee 
FOR THE YEAR ENDED DECEMBER 31, 1975 


Income: oe : ce on 
| Oberating reveriue .. eee. S.A. Se: mig 01 ee 156,605,170 $1 26,161,733 
Interest income from afiiated company (Note 2)... uke s. So a oor -s 22012,110 | 3,023,314. 4 
: Miscellaneous ke ae ee ES SS oe ee ee % : 911,910 786,971 a 
7 | : 159,589,790 130,572,071 
Expenses: oe 
Operating ‘ . 4, 831, 292 2 421,085, 
Administrative *. . | | peti es ee 4714835 D567, 5 
Interest onlong-termdebt ........ ee ae See a 8,748,091 10,415,615 244 
Depreciation and amoftization (Note }) -. 3. fa er oS 5,714,301 5,080,360 “ 
aliplcuon (Noel) go Te ies ae ae 13,383,957 =15,282,616 
ea a . 57,392,076 <. 56,981,928. | 
Income before incometaxes ...... OT ee le ae 102,197,714 73,590,150 


Provision for income taxes (Note iy Boe : : | 
Currents ie ea ee ee EAS eS a’ Pt abi. pees 2ySA9.355. 19,397,434 
DeferQet: i ae Oe ee pee tees a ee oo L1YQ85,394 a 


33,534,749 my, 347455 5 
bist income focthe yetns GM, i 68,662,965 46,242,695 
Retained income, at beginning OF years win ca le , 61,500,822 34,613,135. 

‘e . 130,163,787 80,855,830 
Dividends — 86¢ per share (1974 — 62¢) (Note6) ........... oo 26,846,538 19,355,008 a 
Retained ticomeatend of year... 2... oe, One ee ” — $103,317,249 $ 61,500,822 
Farning§ per-share *...°. . 6. 4s Faw Oe ee" ae $2.20 : $1.48 
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Consolidated Statement of ffranges 
in Financial Position 
FOR THE YEAR ENDED DECEMBER 31, 1975 


1975 1974. 


Source of working capital: 


Met micomie forthe year®. oe So $ 68,662,965 $46,242,695 
Expenses not requiring a current outlay of funds — ; o 
Depreciation-and aineetizaiioy se, ws Cw 5,714,301 5,080,360 
Depiction % . oe te. eS Be a Peet ke OG 13,383,957 15,282,616 
Peferred ifeome taxes... 2. Co. ge te. et 11,985,394 i 7,950,021 
Re Se ee ek ee a ne 9,554 1,067 
Funds from operations .... . . Se. or Or. ae 99,756,171 74,556,759 
Long-term bank loans ..... Cae es oo. — 14,000,000 
Pes stares a ee re se _ 56,983 
- Dividend from other invenearen toy ees a GL ae os 500,000 — 
Ne 2 ee Be a ee 1,038 191,499 
! 100,257,209 88,805,241 


Application of working capital: , 
Petroleum, nattral gas and Mineralproperties .... 2... |. _ Bee 44,601,939 39,959,356 


Plant; production and Other equipment 2 6... t .. ee 38,510,015 9,356,507 

: $3,111,954 49,315,863 

Investment in:PanarcticOishid.. +. ou. Ce. ON a 3,155,289 1,764,060 
Kedtction of long-térm debi". oe Ae i 8,516,667 17,522,009 
Drggendss6 ks ea Oia ee Peto... 26,846,538 19,355,008 
121,630,448 87,956,940 

Increase (decrease) in working capital =... Sg oo = ere (24,373,239) 3" 848,301 
oeo cipe Capital at beginning olyear ..... eo ee os ee 11,748,324 10,900,023 
Working canital (deficigney)atend Ol year |. 43.2 a $ (9,624,915) $11,748,324 
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Ponconedidn Petroleum ‘imited 


and wiileeeh do 


Consolidated : Halance Sheet — December 31, 1975 


ASSETS Cape ae 
1975 1974 
Current assets _ 2 
Vase fin. ees ee a Se eS 962,271 So 371,584 
Deposits with affiliated company (Note Dc a, 18,096,761 90,/81,574 
ACEOUNEG Fecewable 2b eek Oe hg ee ag OCT Pa ca 32,866,697 55. 
Inventories, at average cost — ace 
Prodiicts’ 2") Oe ee ae — 3:371,087 : 
Materials <9 @ es. Oe Ce ee, ae 3,075,474 1,440, 159 
Bee re ; 58,372,280 80,166,184 
Property, plant and equipment, at cost (Note 1): ’ . 
Petroleum, natural gas and mineral propertiés” 2020 oere See 365,047,657 320,443,798 
Less: Accumulated depletion... . v.80. 6. ce. a - (102,233,529) (88,847,652). 
Plant, production and otherequipment ....... ee Bee oe 116,226,537 ct eee) 8192575 as 
Less: Accumulated depreciation: . .:. 2.4... . x sO OP (36,083,432) (31,122,861) 
| : 342,957,233 278,626,042 
Investments, at cost: : - - 
Panarenc Oils lide? yj at oo NS ee 13,301,401 146,112 
Other 9 Bee OE Se Ae ge ee e447 OF 884,442 
, 13,748,938 2g? 11,030,554 
Other assets: ; ‘ 
Dnilling, reservation and other deposits... 2. ..a-..5 : . ae Rei le a & 105,047 — -:144,665 
Unamortized debenture discount and issue expenses(Notel) . . ee 1,004,829 : 1,065,917 
(nam oriized gas processing contracts (Note 1). 2: 7.) . 34. t . m PE,137,226 . 11,454,721 
. : 12,247,102 12,665,303 
-$427,325,553  ——--—« $382,488,083 


LIABILITIES 


1975 1974 
Current liabilities: e 
Pane 40406 unsecured’ = ee rg OR ee. es -$ 14,000,000 $ a 
Accounts payable and accrued liabilities ....... Ti Naa ons oon 42,527,082 21,436,315 
Dridends payable- =). oe Mea ee i OT ohn — 175239032 
Income taxes payable ...... Pee es a ee 2,953,446 ~ 18,220,505 
Current portion of long-terni debe) nk re a 8,516,667 17,522,008 
7 | 67,997,195 68,417,860 
Per teem Gebtt(Note3) . ae Oa ee. - 81,429,166 89,945,833 
Deferred credits: . 
Deterreaccntals  . ee eB ee es 498,416 525,435 
Peterren incometaxes (NSIT eg Ses 101,302,276 89,316,882 
101,800,692 89,842,317 
Shareholders” equity: 
Capital stock — 
Authorized — 
50,000,000 shares of $1 par value 
Issued 
1.219.534 Shares 4 eG me a, 31,219,534 31,219,534 
Paicin surplus. 3. 2 oe ee ee ee 41 5617917 AT 561717 
Rectained income (Note6) 99 se. aa. a ae 103,317,249 61,500,822 
176,098,500 134,282,073 
Commitment (Note 5) 
$427,325,553 $382,488,083 


APPROVED BY THE BOARD: 


ae | Fev Ban poh tr 


Director oa . Zs 
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PanCanadian Peroleum Limited - 


and subsidiaries 


Notes to Consolidated Financial Statements 
DECEMBER 31, 1975 


NOTE 1! — ACCOUNTING POLICIES: 
The consolidated financial statements include the accounts of PanCanadian Petroleum Limited and its subsidiaries, all of 
which are wholly-owned. : 
Foreign currency balances een. in the consolidated financial statements have been ‘expressed i in Canadian dollars on the 
following basis: 

_ Current assets and liabilities — at the rate of exchange December 31, 1975 

Other assets and liabilities — at historical rates of exchange 


Income and expenses — at monthly rates of exchange steep provisions for depreciation and amortization which 9 al e 

translated on the same basis as the related assets oe 
The companies follow the full cost method of accounting for oil and gas properties whereby all costs aes to the explorattae 
for and the development of oil and gas reserves are capitalized. Such costs include lease acquisition costs, geological and 
geophysical expenses, carrying charges on non-producing properties, costs of drilling both productive and non-productive 
wells, and overhead expenses related to exploration activities. These costs are depleted by the unit of production method based 
on estimated proven oil and gas reserves. 


Depreciation of plant, production and other equipment is being provided at rates which will amortize original costs over the 
- estimated useful lives of the respective assets. 

Unamortized debenture discount and issue expenses are being charged to income on a straight-line basis over the terms of the 
debenture issues. 

Unamortized gas processing contracts are being charged to income on a straight-line basis over the life of the contracts which 
is forty years. 


The companies follow the allocation method of accounting for income taxes. 


NOTE 2 — DEPOSITS WITH AFFILIATED COMPANY: 


Substantially all of the Company’s funds which are surplus to its day to day requirements are invested in depatts of Canadian 
Pacific Limited. These deposits carry interest at rates at least equal to the interest rates bald from time to time by a leading 
Canadian Chartered bank on equivalent deposits. 


NOTE 3 — LONG-TERM DEBT: 
Details of long-term debt outstanding at December 31, 1975 and at December 31, 1974 are set forth hereunder: 


1975 1974 
Bank loans: » 
Due in quarterly instalments of $416,667 .......... oe ae  $ 2,083,333 _ $ 3,750,000 
iuie in quarteriy instalments Of $312,500 2.0.°. 3. ee 4,062,500 5,312,500 
Hue March £2, 19d oe ee a ee. — 10,000,000 
Due’ March $424983...,4 2 >) eee. Pe ee 11,000,000 11,000,000 
Due in annual instalments of $3,600,000. Oe a 10,800,000 13,400,000 
Dueéin‘annual instalments of $2,000,000")... Me 12,000,000 14,000,000 
Production loaner ee i ee 8 + 5,341 
39,945,833 57,467,841 
Less:Current portion 0 a Re a ee ae, 8,516,667 17,522,008 
31,429,166 39,945,833 
8% secured debentures due March 1, 1992, sinking fund payments 1978 - 
1991, secured by a first mortgage upon certain producing properties 25,000,000 25,000,000 
834% secured debentures due November 1, 1992, sinking fund payments 1978 - _ 
1991, secured by a first mortgage upon certain producing properties ‘ 25,000,000 ~ 25,000,000 
a $81,429,166 $89,945,833 
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The bank loans bear interest at rates which fluctuate (in certain cases within defined limits) with the lender’s prime 
commercial rate. 


The Company has agreed that, without the consent of the bankers, the assets of the Company and its subsidiaries will not be 
encumbered nor will any debt be created that would rank prior to or pari passu with the bank loans. 


The annual maturities for long-term debt for each of the five years ending December 31, are as follows: 
1976 — $8,5 16,667 1977 — $7,266,667 1978 — $8,100,000 1979 — $3,562,500 1980 — $3,250,000 


NOTE 4 — STATUTORY INFORMATION: 


During 1975 there were twelve directors and nine officers (as defined by the Canada Corporation Act) of whom three were'also 


directors. 


Officers’ remuneration and directors’ fees for 1975 amounted to $373,580 and $40,500 respectively (1974 — $379,464 and 
$31,500) none of which was paid by subsidiaries. 


NOTE 5 — COMMITMENT: 
As at December 31, 1975 the Company had expended $26,800,000 on equipment and design with respect to an Ammonia 


, Complex which has an estimated cost upon completion in 1977 of $81,000,000. In December 1975 the Company increased its 


ownership in the project from 60% to 100% by acquiring at cost the 40% interest owned by another company. 


Prior to commencing on-site construction the Company is required to obtain from the Alberta Government an industrial 
development permit. The Energy Resources Conservation Board of Alberta has recommended that a permit be issued on 
condition that the selling price of ammonia destined for the export market reflect the prevailing price of gas. Having regard to 
the recommendation of the Board, the Company is presently negotiating contracts for the sale of ammonia to the export 
market at prices which reflect the prevailing price of gas. 


If the Company is not successful in fulfilling the conditions requisite to the issuance of a north management expects that it 
will be able to dispose of its present investment in the project without significant loss. 


NOTE 6 — ANTI-INFLATION PROGRAM: 


The Company and its operating subsidiaries are subject to controls on compensation and dividends instituted by the Federal 
Government in the Anti-Inflation Act effective October 14, 1975. The Company has used its best efforts to comply with the 


guidelines since their announcement. 
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Five Year Statistical Review 


FINANCIAL 1975 
Gross InComeé=| Wien aia ee ee $159,590 
Funds from Operations ......... 99,756 
Per-Sharew vit. (ere eet eae 3.20 
NettInCOMme..=.> «ue ee ee ee 68,663 
Per-Share ua eee ee eee 2.20 
Dividends’> =..052".0 2 «ae ee 26,847 
Ren Share , gir see ee ae 0.86 
Working Capital (Deficiency) ..... (9,625) 
Eong-ierm Debty:. 9.02 see eee 81,429 
Deferred Income Taxes. eee 101,302 
Capital Expenditures 

Exploration’ sane ey cae eee 30,980 
Development’ far. mae: ih a phapena anes 13,622 
Production Facilities and Equipment 38,510 
otal Socme. «cu Ree ean ee aearey oe ees 83,112 
Investment in Panarctic Oils Ltd. .... Spiep 
Number of Shares Outstanding ..... 31,219,534 
Number of Shareholders ........ 7,170 


1974 

$130,572 
74,557 
239 
46,243 
1.48 
193355 
0.62 
11,748 
89,946 
89,317 


30,285 
9675 
9,356 

49,316 
1,764 

3132195534 
7,492 


Dollar amounts are in thousands with the exception of per share figures. 


OPERATIONS 

Production and Sales — Net 

Oil and Natural Gas Liquids (bbls.) . . . 15,661,778 
DailysAveraces eas sae) are ah eae: 42,909 
NaturaliGas (MCh) cr. eee 81,622,297 
Daily"Averager es "at een 223,623 
Sulphur. (ts) wert eee eee eee 83,737 
DailyiAVerage: eaten te ges eee 230 
Properties — Working Interest 

Petroleum and Natural Gas 

Gross A Cleave i. aacy cee een 31,792,569 
NetvAcreéage it, 4 aa eee ee 15,310,631 


Wells — Net (Producing or Capable of Production) 


Oil eee oe Pa Ms 468.12 
Gas oe ee Re ee ee 1,047.29 
Number ofEmployccsauc res conan 556 


18,706,751 
S15252 
$2,593,959 
226,285 
98,171 

269 


39,686,475 
16,426,125 


454.15 
Sole 52 
a2 


1973 

$ 75,374 
49,872 
1.60 
21,300 
0.68 
125795 
0.41 
10,900 
93,468 
81,367 


22,934 
4,385 
4,695 

32,014 
i705 

31,214,990 
7,840 


18,463,885 
50,586 
76,726,824 
210,210 
96,010 
263 


45,671,396 
1957055221 


467.53 
574.91 
489 


1972 
$ 47,271 
34,965 
tz 
12,544 
0.40 
9,982 
032 
29,896 
71,979 
71,086 


22,756 
1,985 

a .o0F 
30,338 
1,812 
31,205,985 
7,881 


12,441,881 
335995 
73,025;195 
199522 
97,630 

267 


20,036,720 
14,797,944 


444.47 
367.06 
428 


1971 
$ 39,432 
30,598 
1.00 
12 19% 
0.39 
9,560 
0.31 
(1,794) 
32,706 
62,689 


19,349 
15129 
4,373 

24,851 
1,573 

311975972 
8,010 


10,413,083 
28,530 
65,451,962 
179,320 
92,422 

253 


18,697,343 
14,930,372 


447.15 
323.43 
412 
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Corporate 


Subsidiary 
and Affiliate 
Companies 


OFFICERS 


Robert W. Campbell 
Chairman of the Board 
and Chief Executive Officer 


J.M. Taylor 
President 


Ian D. Sinclair, Q.C. 
Vice President 


SHARES LISTED 
Alberta Stock Exchange 
Montreal Stock Exchange 
Toronto Stock Exchange 
Vancouver Stock Exchange 


REGISTRAR AND 

TRANSFER AGENT 

Guaranty Trust Company of Canada — 
Calgary, Montreal, Toronto, Vancouver 


A. W. Groll 

Vice President — Production BANKER 

M.A. Rogers The Royal Bank of Canada 

Vice President — Exploration 

C. H. Stevens PUD ORS 

Vice President and Comptroller Price Waterhouse & Co. 
Chartered Accountants 

V.B. Watson 


Calgary, Alberta 
Treasurer and Assistant Comptroller 


George E. Little 
Corporate Secretary 


C. Millar 
Assistant Secretary 
and Manager Title Records 


Wholly Owned 


Blackfoot Pipelines Ltd. 

Canadian Pacific Oil and Gas of Canada Limited 
Canadian Pacific Oil and Gas Nederland BV. 
Canadian Pacific Oil and Gas Norway A/S 
PanCanadian Gas Products Ltd. 

PanCanadian Petroleum Company 

PanCanadian Petroleum (U.K.) Limited 

Canadian Persian Oil Limited 

PanCanadian Kerrobert Pipeline Ltd. 

PanCanadian Petroleum Denmark A/S 


Other 


Minerals Ltd. — 50% 

Panarctic Oils Ltd. — 9.005% 

Stillings Petroleum (Canada) Ltd. — 50% 
Stillings International Company — 50% 


PanCanadian Petroleum Limited publishes 
a supplementary report entitled ‘Financial 
and Operating Information”. The report 
contains more detailed information than it 
is possible to include in the Annual Report 
and is mainly provided for the use of 
security analysts. Any shareholder requiring 
a copy may obtain one by directing a 
request to the Supervisor Economics Unit. 


PanCanadian Petroleum Limited 


P. O. Box 2850 Calgary, Alberta, Canada T2P 285 


i 
(es 'werr graphics western limited] 


